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FRANCE AND AMERICA AGREE 





N July 6, after seventeen days of strenuous 

negotiation, the American and French gov- 
ernments announced an agreement on the Hoover 
debt proposal. France has consented to a repa- 
ration moratorium for one year, on the under- 
standing that the suspended payments shall be 
repaid with interest at the end of twelve years 
(1943). Germany, however, is to continue to 
pay the unconditional annuities into the Bank 
for International Settlements. Originally, France 
asked that the Bank be allowed to reloan these 
annuities to German industrial and financial con- 
cerns, while the United States urged that they 
be returned directly to the German government. 
It was finally agreed that the unconditional an- 
nuities should be placed by the Bank in guaran- 
teed bonds of the German railways. It is under- 
stood that the railways are to be free to turn 
back to the German government the sums thus 
received. 

Agreement was also reached on three points 
which did not “directly concern” the American 
yovernment, since it was not a party to the 
Young Plan, but on which an understanding was 
necessary if the consent of France to the mora- 
torium was to be given. The first point involved 
the extension of relief to countries of Eastern 
Europe whose finances would be disarranged by 
the cessation of reparation payments. France 
originally proposed that part of the German un- 
conditional annuities be employed to aid such 
countries; but, because of the American conten- 
tion that Germany should receive the full benefit 
of the moratorium, it was agreed that other needy 
European governments should receive aid from 
the principal central banks through the medium 
of the Bank for International Settlements. 

A second problem was created by the require- 
ment under the Young Plan that France deposit 
a guarantee fund of 500,000,000 gold marks at 
Basle in the event that Germany should declare 
a moratorium on conditional payments. France 


had agreed to make this deposit in return for 
receiving the greater part of the unconditional 
payments. Out of this deposit, the other creditors 
would be assured of certain sums during the 
moratorium. In view of the sacrifice of the un- 
conditional payments required by the Hoover 
proposal, France wished to make sure that it 
would not be necessary fo make this deposit. It 
was therefore agreed that a preliminary under- 
standing with the B. I. S. will relieve France of 
this obligation, except in accordance with the 
actual needs of the Bank. 

The third point’eoncerned deliveries in kind. 
France insisted that the moratorium should not 
be applied to certain deliveries—amounting to 
about $20,000,000. The United States opposed 
this claim, on the ground that if an exception 
were made to France, exceptions also would have 
to be made to other governments. It was finally 
agreed to refer this question to a committee of 
experts “which shall reconcile the material neces- 
sities with the spirit of President Hoover’s pro- 
posal.” The British government has invited this 
committee to meet in London next week to iron 
out the questions raised by the Franco-American 
agreement. 

Finally, France reserved the right to request 
from Germany assurances that the sums freed by 
the moratorium should be devoted exclusively to 
economic purposes. On July 5 Chancellor Briin- 
ing assured United States Ambassador Sackett 
that an increase in expenditures on armaments 
had not been contemplated, and would not take 
place during the moratorium. It is probable that 
this statement will satisfy France. 

Although the financial condition of Germany 
temporarily improved after President Hoover’s 
announcement of June 20, lack of confidence re- 
appeared as the negotiations with France were 
prolonged. As a result of a run on the Reichs- 
bank, the credit of $100,000,000 extended on June 
25 by foreign banks was soon exhausted. On 
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July 6 an additional credit of $50,000,000, ar- 
ranged by the International Bank of New York, 
was granted. During the last month Germany 
has had to pay back $500,000,000 of short-term 
credit and foreign exchange. It now seems likely 
that the Reichsbank will ask for an extension of 
the $100,000,000 credit, which expires on July 
16. Meanwhile, the conclusion of the moratorium 
negotiations has been received jubilantly in Berlin, 
and it is believed that Germany will now be able 
to weather the present financial crisis. In a 
unique movement on July 7, one thousand busi- 
ness leaders of Germany placed a fund of $119,- 
000,000 at the disposal of the Gold Discount Bank 
to enable it to obtain foreign loans. 

Perhaps owing to the strenuous pressure of 
the negotiations and the extreme complexity of 
the debt agreements involved, a number of the 
notes exchanged between the French and Ameri- 
can governments seem phrased in hurried lan- 
guage which possibly may give rise to differences 
of interpretation. On the whole, however, the 
American government has conducted these nego- 
tiations in a noteworthy manner. While stand- 
ing firm for the acceptance of the substance of 
the Hoover proposal, it has shown a conciliatory 
attitude toward France, without which agree- 
ment would have been impossible. Prime Min- 
ister Laval, in a much more difficult position than 
President Hoover, likewise has shown great skill 
in meeting the position of the United States, 
apparently without losing the support of the 
French Parliament. 

In the United States there has been some criti- 
cism that the cost of the moratorium will fall 
upon the general taxpayer, while holders of Ger- 
man bonds will continue to receive interest. It 
is the belief of the administration, however, that, 
as a result of the moratorium, business will re- 
vive to such an extent that no increase in taxes 
will be necessary. In the week following the 
Hoover announcement of June 20, twenty-six 
representative issues on the New York Stock Ex- 
change rose more than four billion dollars in value 
from the low points of the year. If this increase is 
reflected in an improvement in general economic 
conditions, the taxpayer will be many times re- 
paid any temporary sacrifice caused by the 
moratorium. In a statement of July 6 President 
Hoover declared that the suspension of inter-gov- 
ernmental debts would “immensely lighten” the 
economic load oppressing the peoples of Germany 
and Central Europe and that this “means the 
swinging of men’s minds from fear to confidence.” 

As an initial measure, there is no doubt 
that the moratorium is of great psychological 
importance. A moratorium, however, is a nega- 
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tive measure, and one year is a short time. It 
is evident, therefore, that if the results of the 
recent Hoover initiative are to be permanent and 
far-reaching, international measures looking to 
the reconstruction of world trade and the reduc- 
tion of the excessive burden of armaments must 
be realized. This task lies in the immediate 


future. RAYMOND LESLIE BUELL 


The Political Enigma in Spain 

The Spanish elections of June 28 proved con- 
clusively that whatever the Spanish people may 
be they are not monarchists. Incomplete returns 
show that only a handful of monarchical dele- 
gates will present their credentials to the Con- 
stitutional Convention which meets in Madrid on 
July 14. Moreover, in elections admittedly as 
fair as the government could make them, the 
Communists failed to elect a single delegate. 

Despite the indication thus given that the 
country will not be ruled by extremists of either 
wing in the near future, uncertainty arises, never- 
theless, in another quarter. The Socialists, who 
captured between one-quarter and one-third of 
the seats, are not strong enough to form a gov- 
ernment; neither are the Radical Republicans— 
led by Lerroux, one of the strong contenders 
for the Premiership. Thus far the provisional 
government has held its own owing to the Repub- 
lican-Socialist coalition, an arrangement which 
Indalecio Prieto, Minister of Finance and Social- 
ist leader, has so far supported. Within the 
last two weeks, however, Prieto and Lerroux 
have had several spirited verbal encounters which 
reflect personal aspirations as well as funda- 
mental differences on questions of policy. 

There is a possibility that Lerroux and the 
Radical Republicans may seek success by frankly 
bidding for support from Conservatives and 
Monarchists, which, indeed, has been offered by 
the Count of Romanones, chief of the Monarch- 
ists. Such an alliance, however, would at once 
alienate all liberal groups, who at present hold 
the majority in Spain. By an alignment with the 
radicals and separatists of Catalonia, who will 
control about forty seats in the assembly, the 
Socialists, for their part, may attempt to capture 
the government; they can hardly do this, how- 
ever, without repudiating their stand for a united 
Spain and for a program of social reform devoid 
of violence. In this dilemma, they may decide 
to postpone any definite bid for power, as some 
party leaders have counselled, until a Socialist 
government with a clear majority can be formed. 
The Socialists will face these problems squarely 
when their national party convention meets in 
Madrid on July 10. ERNEST GALARZA 
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